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RESPONSE: 

Attached are tariff sheets for Peoples Gas proposed Rider ICR. A clean copy of the 
sheets is attached. Also attached is a copy with revision markings showing all changes 
made to Staffs proposal. 
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The Infrastructure Cost Recovery surcharge shall be determined in accordance with the provlsions of this 
rider. The Infrastructure Cost Recovery surcharge (ICR surcharge) shall be applied to bills of customers. 

Section A - Applicability 
The purpose of the ICR surcharge is to recover a return on, and depreciation expense related to, 
the Company's investment in QIP as described in Section D of this rider. 

Section B - Definitions 
As used in this rider, the terms below are defined as follows: 

"Act" means the Public Utilities Act [220 ILCS 5/1-1011 

"Information sheet" means a tariff sheet filed in accordance with this rider to initiate or modify a 
ICR surcharge percentage. 

"Operation year" means the calendar year (or portion thereof) during which an ICR surcharge percentage is 
applied to customer bills. 

"ICR base rate revenues" mean revenues recorded in the certain accounts and their sub-accounts described in 
83 111. Adm. Code Part 505. ICR base rate revenues shall include revenues recorded in accounts 480,481, and 
482. ICR base rate revenues, however, shall not include revenues resulting from the ICR surcharge or any 
revenues attributable to Purchased Gas Adjustment charges developed pursuant to 83 Ill. Adm. Code Part 525. 

"ICR surcharge percentage" is the percentage determined in accordance with Section F of this rider for filing in an 
information sheet. 

"QIP-related costs" or "QIP costs" mean costs that are recoverable through the ICR surcharge percentage as 
determined in accordance with Sections E and F of this rider. 

"Infrastructure Cost Recovery surcharge" or "ICR surcharge" means the amount added to a customer bill when 
the ICR surcharge percentage is applied in accordance with Section F (a) of this rider. 

Date Issued: Dale Effective: 
Asterisks do not indicate changes 
since the entire sheel has changed Issued by James F. Schott. Vice President 

130 East Randolph Drive, Chicago, Illinois 60601 
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"Qualifying infrastructure plant" or 'QIP" means certain non-revenue producing plant that is not reflected in the 
rate base used to establish the Company's base rates and is consistent with the terms of Section D of this rider. 
"Non-revenue producing plant" is plant that is not constructed or installed for the purpose of serving a new 
customer. 

"Reconciliation year" means the calendar year period for which actual QIP costs and revenues associated with 
the ICR surcharge are to be reconciled. 

"Test year" means the test year period used by the Company in its last rate case as defined in 83 111. Adm. Code 
Sec. 287.20. 
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Section C -Terms and Conditions 

a) The ICR surcharge shall be capped at 5% of the ICR base rate revenues billed to customers. The ICR 
surcharge shall not be applied to any add-on taxes, to any revenues attributable to the Purchased Gas 
Adjustment clause developed pursuant to 83 Ill. Adm. Code Part 525. or to any other revenues not recorded in an 
ICR base rate revenues account as described in Section B of this rider. 

b) On the effective date of new base rates that provide for the recovery of the costs that had previously been 
recovered under this rider, the ICR surcharge percentage shall be reset to zero. 
c) The Company shall provide notice of the ICR surcharge rider and subsequent filings and billing as 
follows: 

1) The Company shall maintain and keep open for public inspection a copy of each filing of an ICR surcharge 
and subsequent information sheets and shall post public notice in each office of the Company in 
accordance with 83 111. Adm. Code Sec. 255.20(a). 

2) For the initial filing of an ICR surcharge, the Company shall provide notice by newspaper publication in 
accordance with 83 111. Adm. Code Sec. 255.20(0(1) and by mailing a notice of the filing to each of its 
customers to whom this rider is applicable. 

3) In connection with the initial billing of each change in an ICR surcharge percentage as specified in an 
information sheet (other than a change to a zero percentage), including information sheets resulting from 
the annual reconciliation and Commission-ordered adjustments, the Company shall provide an 
explanation of the ICR surcharge to be stated on, or included with, the initial billing of the new ICR 
surcharge percentage. 

Date Issued: Date Effective: 
Asterisks do not indicate changes 
since the entire sheet has changed 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 

NSPGL 0004428 
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4) Except as noted above, no other notice of the filing or billing of the ICR surcharge or an information sheet 
shall be required except as may be provided by law or by Order of the Commission. 

d) The ICR surcharge shall be presented as a separate line item on customer bills. 

e) The revenues resulting from this rider shall be recorded in a separate revenue subaccount. 

Section D - Qualifying Infrastructure Plant 
a) To be classified as QIP, the plant additions must meet the following criteria: 

1) Plant additions must be replacements of existing plant items from the accounts listed in subsection (b); 

2) Such replacements must be non-revenue producing; 

3) Such replacements are installed to replace cast iron and ductile steel main and ancillary infrastructure; 

4) Such replacements are installed afler the conclusion of the test year in the Company's last rate case; 
and 

5) Such replacements were not included in the calculation of the rate base in the Company's last rate 
case. 

b) The plant additions shall include items from the following accounts, pursuant to 83 111. Adm. Code Part 505: 

1) Account 376, Distribution Mains; 

2) Account 380, Services; 

3) Account 381 and Account 382, Meters and Meter Installations; and 

4) Account 383, House Regulators. 

c) QIP shall include only plant additions installed on or after January 1 of the year in which the Company files its 
initial ICR surcharge. 

Date Issued: Date Effective: 
Asterisks do not indicate changes 
since the entire sheet has changed 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 

NSPGL 0004429 
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Section E - Recoverable Qualifying Infrastructure Plant Costs 
a) QIP costs shall include the pre-tax return on QIP and the net depreciation expense applicable to QIP. 

1) The pre-tax return is calculated using the weighted cost of debt and weighted cost of equity determined 
in the Company's last rate case. The weighted cost of equity is multiplied by the gross revenue 
conversion factor. The product is then added to the weighted cost of debt to obtain the pre-tax return. The 
pre-tax return is calculated using the following formulas: 

GRCF = 1 
(1 -SIT) (1 ~ FIT) 

PTR = ((WCCE + WCPE) x GRCF) + WCLTD + WCSTD 

GRCF = Gross Revenue Conversion Factor. 

SIT = Illinois State income tax rate in effect at the time of the initial, annual or quarterly filing. 

FIT = Federal income tax rate in effect at the time of the initial, annual or quarterly filing. 

PTR = Pre-tax return. 

WCCE =Weighted cost of common equity from the Company's last rate case. 

WCPE =Weighted cost of preferred equity from the Company's last rate case. 

WCLTD =Weighted cost of long term debt from the Company's last rate case. 

WCSTD =Weighted cost of short term debt from the Company's last rate case. 

2) Net depreciation expense shall be calculated by applying the Company's approved depreciation rate to 
each category of QIP. The depreciation expense for QIP shall be reduced by the depreciation expense on 
the plant being replaced. 

Section F - Determination o f  the Infrastructure Cost Recovery Surcharge Percentage 
a) The ICR surcharge percentage shall be expressed as a percentage carried to two decimal places. 
The ICR surcharge percentage shall be applied to the total amount billed to each customer based on the 
Company's otherwise applicable rates and charges. The ICR surcharge percentage shall not be applied to the 
exclusions listed in Section C (a) of this rider. 

Date Issued: Date Effective: 

NSPGL 0004430 

Issued by James F. Schott, Vice President 
130 Easl Randolph Drive, Chicago, Illinois 60601 
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b) In calculating the ICR surcharge percentage, the Company may choose either annual prospective operation or 
quarterly historical operation based on QIP investment data for a prior three-month period. Annual prospective 
operation may be selected only if the Company's last rate case utilized a future test year as defined in 83 111. Adm. 
Sec. Code 287.20 and the Company submits the information required by Section G(d)(6) of this rider. 

1) Annual Prospective Operation 

If the Company chooses annual prospective operation it shall determine the ICR surcharge 
percentage for the operation year using the following formula: 

S% = JNetQlP x PTR) + Net DeD + (R x 1.33) + ((0 + INT) x Om) x 100% 
PAR 

Where: 
S% = ICR surcharge percentage 

NetQlP = The average forecasted cost of the investment in QIP for the operation year less forecasted 
accumulated depreciation in QIP for the operation year. The average forecasted cost of QIP. net of 
depreciation, shall be computed by using an average of 13 end-of-month balances of QIP and 
accumulated depreciation for the period from December 31 of the year preceding the operation year 
through December 31 of the operation year. 

PTR = Pre-tax return as described in Section E (a) (1) of this rider. 

Net Dep = Net depreciation expenses related to the average investment in QIP for the operation year. 
Depreciation expenses shall be calculated by multiplying the average forecasted cost of the 
investment in QIP by plant account, net of retirements, by the approved depreciation rates for the 
respective accounts in which the specific items included in the average QIP investment are recorded. 
The average forecasted cost of the investment in QIP by plant account, net of retirements, shall be 
computed by using an average of 13 end-of-the-month balances of QIP by plant account and 
retirements for the period from December 31 of the year preceding the operation year through 
December 31 of the operation year. 

R = Companydetermined reconciliation component calculated for the reconciliation year under the 
reconciliation feature as described in Section H (c) of this rider. The reconciliation component shall be 
collected over nine months from April through December. 

0 = Commission-ordered adjustment component, 

INT = The calculated interest attributable to the 0 component. This interest shall be calculated as 
described in Section H (h) of this rider. 

Date Issued: Date Effective: 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 

NSPGL 0004431 
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Om = The 0 component multiplier. Om is a timing factor applied to the 0 component and the INT to 
allow for the collection of the 0 component and the INT over the remainder of the operation year. For 
example, if the 0 component and the INT were included in the ICR surcharge percentage on January 
1, the Om would be 1 .OO. Similarly, if the 0 component and the INT were included in the ICR 
surcharge percentage on April 1, the Om would be 1.33. 

PAR = The projected total ICR base rate revenues for the period from January 1 through December 31 
of the operation year. The projected revenue shall not include the exclusions listed in Section C (a) of 
this rider. 

2) Quarterly Historical Operation 

If the Company chooses quarterly historical operation it shall determine the ICR surcharge 
percentage for the quarter using the following formula: 

S% = {NetQlP x PTR x ,251 + NetQDeD + (R x ,331 + ((0 + INT) x Om) 
PQR 

Where: 
S% = ICR surcharge percentage. 

NetQlP =Original cost of QIP less accumulated depreciation. NetQlP shall be the level of investment 
in QIP existing at the end of the calendar month preceding the month in which an information sheet is 
filed. 

PTR = Pretax return as described in Section E (a) (1) of this rider. 

NetQDep = Net quarterly depreciation expense applicable to NetQlP less the quarterly depreciation 
applicable to the plant being retired. 

R = Companydetermined reconciliation component calculated for the reconciliation year under the 
reconciliation feature as described in Section H (c) of this rider. The reconciliation component shall be 
collected over nine months from April through December. No reconciliation component amount shall 
be included for the January through March quarter. 

0 = Commission-ordered adjustment component. 

INT = The calculated interest attributable to the 0 component. This interest shall be calculated as 
described in Section H (h) of this rider. 

Om = The 0 component multiplier. Om is a timing factor applied to the 0 component and the INT to 
allow for the collection of the 0 component and the INT over the remainder of the operation year. For 
example, if the 0 component and the INT were included in the ICR surcharge percentage on January 
1, the Om would be 0.25. Similarly, if the 0 component and the INT were included in the ICR 
surcharge percentage on April 1, the Om would be .33. 

NSPGL 0004432 
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PQR = Projected quarterly ICR base rate revenues during the calendar quarter when the ICR 
surcharge percentage shall be in effect. The projected quarterly revenue shall not include the 
exclusions listed in Section C (a) of this rider. 

Section G Information Sheet Filings 
a) The ICR surcharge percentage shall be filed on an information sheet with supporting data no later than the.201h 
day of the month preceding the effective date of the ICR surcharge percentage, An information sheet with 
supporting data filed after that date, but prior to the effective date, shall be accepted only if it corrects an error or 
errors from a timely filed information sheet for the same effective date. Any other information sheet with 
supporting data shall be accepted only if submitted as a special permission request to become effective on less 
than 45 days notice under the provisions of Section 9-201(a) of the Act. 

b) If the Company elects annual prospective operation it may file its initial information sheet with an ICR 
surcharge percentage for the initial operation year with an effective date of the first day of any month. The 
effective date of any subsequent information sheet with an ICR surcharge percentage is January 1 (and April 1 if 
the R component is modified). The Company may, at its option, file an information sheet modifying the ICR 
surcharge percentage, with an effective date of the first day of any month during the operation year, when 
necessary to recognize a material change in assumptions used in developing the ICR surcharge percentage 
(including, but not limited to, a change in depreciation rates). The Company shall also file an information sheet to 
implement an 0 component. 

c) If the Company elects quarterly historical operation a new surcharge percentage may become effective on April 
1, July 1, October 1, and January 1 (with a new R component becoming effective, if required, on April 1). The 
Company may elect not to file an information sheet showing an increased ICR surcharge percentage for any 
quarter provided that the QIP costs that would have been reflected for that quarter in excess of the level reflected 
in developing the ICR surcharge percentage in effect for the quarter are disregarded in calculating the R 
component and 0 component for the affected reconciliation year. 

d) If the Company elects annual prospective operation it shall provide the following with the filing of each 
information sheet to become effective on January 1: 

1) 

2) 
account; 

3) 

A calculation of the ICR surcharge percentage, PTR. and GRCF; 

A schedule showing the amount of forecasted expenditures for QIP during the operation year by plant 

A description of the projects included in each plant account by type of project; 

Date Issued: Date Effective: 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 

NSPGL 0004434 
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4) 

5) 

6) 

A detailed description of individual ICR eligible projects with a forecasted cost in excess of $100,000; 

A detailed schedule showing the calculation of depreciation expense; and 

A statement verified by an officer of the Company that, in the belief of management: 

A) 
the Guidelines for Presentation of Projected Financial Information (April 1, 1999) established by the 
American Institute of Certified Public Accountants, Inc.; and 

B) 
accounting treatment to be applied in recording the events once they occur. 

The forecast used in developing the ICR surcharge percentage was prepared in accordance with 

The accounting treatment applied to events and transactions in the forecast is the same as the 

e) If the Company elects quarterly historical operation it shall submit with each information sheet: 
1) A calculation of the ICR surcharge percentage, PTR, and GRCF; 
2) A detailed schedule providing the following information for each completed ICR eligible project whose 

cost has been transferred to utility plant with the closing of the ICR eligible project's work order: 

A) Plant account number and title; 
8) Category of project; 
C) Project name; 
D) Description of project; 
E) Work order number; 
F) Dollar amount in the month of closing; and 
G) Month and year of closing; and 

3) A detailed schedule showing the calculation of depreciation expense. 

Section H Annual Reconciliation 
a) On or before March 15 of each year in which the Company had an ICR surcharge in effect for all or part of the 
immediately preceding calendar year, the Company shall submit to the Commission an annual reconciliation 
regarding the results for the previous reconciliation year. The annual reconciliation shall be verified by an officer of 
the Company. As required by this Section, the annual reconciliation shall include a calculation of the R component 
necessary to adjust revenue collected under this rider in effect during the reconciliation year to an amount 
equivalent to the actual level of prudently-incurred QIP cost for the reconciliation year. 

Date Issued: 

issued by James F. Schott. Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 

Date Effective: 

NSPGL 0004435 
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Any adjustment made through the R component shall be in effect for nine months commencing on the April 1 
immediately following submittal of the annual reconciliation. 

b) With the annual reconciliation, the Company shall file a petition seeking inaiation of an annual reconciliation 
hearing. Afler the hearing, the Commission shall determine the amount of the adjustment, if any, that should be 
made (through the 0 component) to the level of revenue collected by operation of the ICR surcharge during the 
reconciliation year, so that the amount of such revenue is equal to the actual level of prudently incurred QIP cost 
for the reconciliation year (to the extent that such adjustment has not already been reflected through an 
adjustment made by the Company to the R component of the ICR surcharge percentage). 

c) The Company shall calculate the R component using the following formula: 

R = (ActNetQIP x PTR) + ActNetDep - ICRRev + Rpy + Opy 

Where: 
R = Company-determined reconciliation component. 

ActNetQIP = The average actual cost of the investment in QlP for the reconciliation year less actual 
accumulated depreciation of QiP for the reconciliation year. The average actual cost of QIP, net of 
depreciation, shall be computed by using an average of 13 end-of-month balances of QIP and 
accumulated depreciation for the period from December 31 of the year preceding the reconciliation 
year through December 31 of the reconciliation year. The amount of the ActNetQlP shall be limited by 
the provisions of Section G (c) of this rider. 

PTR = Pre-tax return as described in Section E (a) (1) of this rider. 

Date Issued: Date Effective: 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 

NSPGL 0004436 
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ActNetDep =Actual net depreciation expense related to the average investment in QIP for the reconciliation year. 
Depreciation expense shall be calculated by multiplying the actual investment in QIP by plant account, net of 
retirements, by the approved depreciation rates for the respective accounts in which the specific items included in 
the average QIP investment are recorded. The amount of the ActNetDep shall be limited by the provisions of 
Section G (c) of this rider. 

ICRRev =Actual ICR revenues collected during the reconciliation year through the ICR surcharge. 

Rpy = The R component from the previous reconciliation year. 

Opy = The sum of the 0 component and the calculated interest attributable to the 0 component, or the sum of 
any 0 components and the calculated interest attributable to the 0 components included in the calculation of the 
ICR surcharge percentage during the reconciliation year. 

d) Any adjustment made by Order of the Commission under subsection (b) or (c) shall be included in the 0 
component and be in effect for either 12 months or nine months, beginning on the next January 1 (if 12 months) 
or April 1 (a nine months) following the Order of the Commission, or such other period as the Commission may 
direct in the Order requiring that an adjustment be made. 

e) Each annual reconciliation shall include the following schedules: 

1) A schedule showing the QIP costs for the reconciliation year; 
2) A schedule showing the revenues arising through the application of the ICR surcharge during the 
reconciliation year; and 
3) A schedule showing the reconciliation component determined by the Company showing the amount to 
be recovered or refunded over a nine-month period commencing on April 1. 

Date Issued: 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 

Date Effective: 
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f) The first reconciliation year shall begin on the effective date of the first ICR surcharge information sheet and 
end on December 31 of the calendar year in which the first information sheet became effective. Each subsequent 
reconciliation year shall end on December 31. 

g) When the Company files its annual reconciliation, the Company shall provide copies of the following items to 
the Commission's Manager of the Accounting Department: 

1) Copies of all workpapers pertaining to the reconciliation; 
2) A detailed summary of all invoices supporting the costs for eligible ICR surcharge projects; 
3) Copies of the applicable general ledger or comparable material supporting the recovery of the ICR 
surcharge; 
4) A detailed worksheet showing the calculation of any Company-determined reconciliation component (R 
component) amount based upon the annual reconciliation; and 
5) Information regarding the prudence of the Company's investment in QIP. 

h) Amounts either collected or refunded through the 0 component shall accrue interest at the rate established by 
the Commission under 83 Ill. Adm. Code Sec. 280,70(e)(1). Interest on the 0 component shall be applied from 
the end of the reconciliation year until the 0 component is refunded or charged to ratepayers through the ICR 
surcharge. 

i) If the annual reconciliation filed by the Company shows that the revenues collected by application of the ICR 
surcharge rider exceed actual QIP costs for three or more consecutive reconciliation years, the Commission may 
initiate hearings under Section 9-250 of the Act [220 ILCS 5/9-2501 to determine whether this rider should be 
canceled. 

Section I -Audit 
The Company shall file annually with the Manager of the Accounting Department of the Commission's Financial 
Analysis Division, no later than July 1, an internal audit report that determines whether or not the ICR surcharge 
and information provided in Section H have been calculated in accordance with this rider. 

Date Issued: Date Effective: 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601 
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The -Infrastructure PlaRI-W- surcharge) shall be determined in accordance with 

-customers, 
the provisions of this rider. The Infrastrucbre Cost Recoverv surcharae (ICR surc h am?) sha II be a L?R!E&Q 

Section A- Applicability ... 
The purpose of the W e  surcharge is to recover a return on, and depreciation expense related to, 
the &di&Qgggggs investment in QIP as described in Section D of this Pa&&&. 

Section 0 -Definitions 
As used in this rider, the terms below are defined as follows: 

"Act" means the Public Utilities Act f220 ILCS 5 m .  

"information sheet" means a tariff sheet filed in accordance with this PafQ$!g to initiate or modify a 
WCJ surcharge percentage. 

"Operation year" means the calendar year (or poltion thereof) during which a W 0  surcharge percentage is 
applied to customer bills. 

"W&& base rate revenues" mean revenues recorded in the certain accounts and their sub-accounts described 
in 83 111. Adm. Code 50%W&ibm Sy&ewet.-feF6as- . €%lXSXZ base rate revenues 
shall include revenues recorded in accounts 480,481, and 482. e r P B  base rate revenues, however, shall not 
include revenues resulting from the arPW surcharge or any revenues attributable to Purchased Gas Adjustment 
charges developed pursuant to 83 Ill. Adm. Code m 5 2 5 .  

"WU surcharge percentage" is the percentage determined in accordance with Section F of this 
filing in an information sheet. 

"QIP-related costs" or "QIP costs" mean costs that are recoverable through the QlPU surcharge percentage as 
determined in accordance with Sections E and F of this M&. 

-w r ure CQS- surcharge" or " W u  surcharge" means the amount 
added to a customer bill when the W m s u r c h a r g e  percentage is applied in accordance with Section F (a) of 
this 

' for 

. .  . 

Date Issued: 
Asterisks do not indicate changes 
since the entire sheet has changed Issued by James F. Schott, Vice President 

130 East Randolph Drive, Chicago, Illinois 60601 

Date Effective: 
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"Qualifying infrastructure plant" or 'QIP" means certain nan-revenue producing &!&&+plant that is not reflected in 
the rate base used to establish the e t + M y w s  base rates and is consistent with the terms of Section D of 
this paFt&. 2Non-revenue producing planc is plant that is not constructed or installed for the purpose of serving 
a new customer. 

"Reconciliation year" means the calendar year period for which actual QIP costs and revenues associated with 
the W m s u r c h a r g e  are to be reconciled. 

"Test year" means the test year period used by the 
Code Z%-S&Sec. 287.20. 

in its last rate case as defined in 83 Ill. Adm. 

1 F k e t l w & w m S * P e e Q l e s ( ; a s * & W ~ .  

Section C - 7- 

a) The erPm surcharge shall be capped at 5% of the W u  base rate revenues billed to customers. The 
W m s u r c h a r g e  shall not be applied to any add-on taxes, to any revenues attributable to the Purchased Gas 
Adjustment clause developed pursuant to 83 111. Adm. Code m 5 2 5 ,  or to any other revenues not recorded in a 
W M  base rate revenues account as described in Section B of this 

b) On the effective date of new base rates that provide for the recovery of the costs that had previously been 
recovered under tkeW 6wshaye .!his - rider, the Wm surcharge percentage 
be reset to zero. 
c) The 
follows: 

. .  

shall 

shall provide notice of the QWm surcharge rider and subsequent filings and billing as 

1) The t k i k k y ~ s h a l l  maintain and keep open for public inspection a copy of each filing of & A P U  
surcharge w a n d  subsequent information sheets and shall post public notice in each office of the 
-in accordance with 83 Ill. Adm. Code &&255,20(a).  

. .  

2) Far the initial filing of a- surcharge f&r, the utthty- shall provide notice by newspaper 
publication in accordance with 83 Ill. Adm. Code &cjJ55.20(f)(l) and by mailing a notice of the filing to 
each of its customers-. 

3) In connection with the initial billing of each change in -surcharge percentage as specified in an 
information sheet (other than a change to a zero percentage), including information sheets resulting from 
the annual reconciliation and Commission-ordered adjustments, the Mt t yhmanysha l l  provide an 
explanation of the WIGJ surcharge to be stated on, or included with, the initial billing of the new #m 
surcharge percentage. 

. .  . 

Date Issued: Date Effective: 
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4) Except as noted above, no other notice of the filing or billing of the e r P u  surcharge- or an 

Page 3 of 11 

information sheet shall be required except as may be provided by law or by Order of the Commission. 

d) The W u s u r c h a r g e  shall be presented as a separate line item on customer bills. 

e) The revenues resulting from & Q W G W s R a F g e ~  rider shall be recorded in a separate revenue subaccount. 

Section D - Qualifying Infrastructure Plant 
a) To be classified as QIP, the plant additions must meet the following criteria: 

1) Plant additions must be replacements of existing plant items from the accounts listed in subsection (b); 

2) Such replacements must be non-revenue producing; 

3) Such replacements are installed to replace cast iron and ductile steel main and ancillary infrastructure; 

4) Such replacements are installed after the conclusion of the test year in the &MyC&nlMnfs late€&& 
rate case; and 

5) Such replacements were not included in the calculation of the rate base in the utMy!2!mmnYs last 
rate case. 

b) The plant additions shall include items from the following accounts, pursuant to 83 Ill. Adm. Code m 5 0 5 :  

1) Account 376, Distribution Mains; 

2) Account 380, Services; 

3) Account 381 and Account 382, Meters and Meter Installations; and 

4) Account 383, House Regulators 

c) QIP shall include only plant additions installed on or after January 1 of the year in which the u M y ~ f i l e s  
its initial W m s u r c h a r g e  fide~fflexwMawecwlk~G;BfKHGW 

Date Issued: Date Effective: 
Asterisks do not indicate changes 
since the entire sheet has changed 

Issued by James F. Schott, Vice President 
330 East Randolph Drive, Chicago, Illinois 60601 

NSPGL 0004441 



ALJ Ex. 1 
Attachment 2 

ILL. C. C. NO. 28 
Original Sheet No. 144 

The Peoples Gas Light and Coke Company 

RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

Rider B I P U  
Page 4 of 11 
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Applicable to Service Classification Nos. I H ,  2 and 4 

Section E - Recoverable Qualifying Infrastructure Plant Costs 
a) QIP costs shall include the pre-tax return on QIP and the net depreciation expense applicable to QIP 

1)  the^ pre-tax return is calculated using the weighted cost of debt and weighted cost of equity determined 
in the ubl+tyC&mmny's last rate case. The weighted cost of equity is multiplied by the gross revenue 
conversion factor.(GW-Fj The product is then added to the weighted cost of debt to obtain the pre-tax 
return. The pre-tax return is calculated using the following formulas: 

GRCF = 1 
(1 -SIT) (1 -FIT) 

PTR = ((WCCE + WCPE) x GRCF) + WCLTD + WCSTD 

Where: 
GRCF = Gross Revenue Conversion Factor. 

SIT = Illinois State income tax rate in effect at the time of the initial, annual or quarterly filing. 

FIT = Federal income tax rate in effect at the time of the initial, annual or quarterly filing. 

PTR = Pre-tax return. 

WCCE = Weighted cost of common equity from the ubl+tyQummy's last rate case. 

WCPE = Weighted cost of preferred equity from the u b l + t y Q m m y ' s  last rate case. 

WCLTD = Weighted cost of long term debt from the &ility-s last rate case. 

WCSTD =Weighted cost of short term debt from the ubl+tyQummy's last rate case. 

2) Net depreciation expense shall be calculated by applying the &ik&-s approved depreciation 
rate to each category of QIP. The depreciation expense for QIP shall be reduced by the depreciation 
expense on the plant being replaced. 

Section F - Determination of the @aW+n&nfrastructure -Surcharge Percentage 
a) The Wm surcharge percentage shall be expressed as a percentage carried to two decimal places. 
The W m s u r c h a r g e  percentage shall be applied to the total amount billed to each customer le&e&&k 
sawxw&ezene based on the 
percentage shall not be applied to the exclusions listed in Section C (a) of this PaA-. 

s otherwise applicable rates and charges. The W m s u r c h a r g e  

Date Issued: Date Effective: 
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b) In calculating the erP& surcharge percentage, the &&y 6 b a h s e W o s e  e i t h e r a m d  
Drosoectivwmeratio n or auarterlv historical operation based on QIP investment data for a prior three-month 
period. Annual arpSpective OR waknmay be sele&d.dv if the C w ' s  last r-ed a f u t u r e m  
year as d & & m  83 111. Adm. Sec. Code Z4L.Zhd-ired bv S&Km - 
1) Annual Proso- 

. .  annual the ICR surch- 
m a e  for the m n  vear us ina the f&w i- 

NetQlP - - The a v p  QIP for the i!earles%fosxca&xi --- astntOlP.-f 
Wecia t ion .  sha 11 be comoutea bv us i ma m r w e  of 13 end _ -  of m o n t h h a l m e  of 0 \ P a  
ac- ----e-- 
- er 31 of- 

P u e - t a x  retu rn as aesc riaeo I n Sect ion F la) fl) o f tnis n& r 

t in OIP for the m v a  

~ ~ ~ 

etlrementafor r the De r iod fr-ber 3 1 of the vear D rec-a t h e w a r  r throuah 
Decembe r 31 of the ooe ration v e a  

wteci- nine months from A u i  I throuan Decernbe r 

. .  - - rnlssion-ordered 

INT = The calcu lated interest att ributable to t he 0 GO rnoomt .  T k  inte rest shall be calcu lated as . .  
. .  ed in Section H h! of t k u d a  

Date Issued: Date Effective: 
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. ,  

Om = The 0 comwne nt multialier. Om IS a timina factor a lied to the 0 comnonent a nd the INT to 
ab!.!! tpr the collectim of the 0 cnmponent and the INT ov -r of the 0- 

. . .  

1. the Om wouldbe 1 .OeSlrmlarlv. if the 0 G o m D w n d  the INT were in- in the ICR 
. .  

ADril1. the Qm!mukj be 1.33. 

- - Dr-se rate revenue5 for the DerlOd f ianknuarv  1 t h r o b  D e c e t n k 3  
ration vea r. TWQjeded revenue shall not include the w c  lusionshted in Sectio n C (a) of 

this rider. 

2 )Quar te r l y  Historical Operation 

-m- -c I I 11 snall determine the W@ 
surcnarge p e r c e n t a g l f o - m u  a 

S% = (NetQlP x PTR x .25) + NetQDeD + (R x ,331 + ((0 + INn x Om) , oo~h 
PQR 

Where: 
Soh = Q W u  surcharge percentage, 

NetQlP = Original cost of QIP less accumulated depreciation. NetQlP shall be the level of investment 
in QIP existing at the end of the calendar month the month in which an information sheet 
is filed. 

PTR = Pre-tax return as described in Section E (a) (1) of this 

NetQDep = Net quarterly depreciation expense applicable to NetQlP less the quarterly depreciation 
applicable to the plant being retired. 

R = Jd#y--determined reconciliation component calculated for the reconciliation year under 
the reconciliation feature as described in Section H (dQ of this Paaw The reconciliation 
component shall be collected over nine months from April through December. No reconciliation 
component amount shall be included for the January through March quarter. 

0 = Commission-ordered adjustment component. 

INT = The calculated interest attributable to the 0 component. This interest shall be calculated as 
described in Section H (t5 of this paFt-.&. 

Om = The- 0 component multiplier. Om is a timing factor applied to the 0 
component and the INT to allow for the collection of the 0 component and the INT over the remainder 
of the operation year. For example, if the 0 component and the INT were included in the erPm 
surcharge percentage on January 1, the Om would be 0.25. Similarly. if the 0 component and the INT 
were included in the W - u  surcharge percentage on April 1, the Om would be .33. 

, ,  
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PQR = P@Pr@xt& quarterly gas#& base rate revenues during the calendar quarter when 
the M u  surcharge percentage shall be in effect. The projected quarterly revenue shall not include 
the exclusions listed in Section C (a) of this %.&. 

Section G Ridera& Information Sheet Filings 

A s t ~ f v S w i s i n a # e s t ; t k e B I P I l & € &  surcharge percentage shall be filed on an information 
sheet with supporting data no later than the 20thday of the month preceding the effective date of the 
surcharge percentage. An information sheet with supporting data filed after that date, but prior to the effective 
date, shall be accepted only if it corrects an error or errors from a timely filed information sheet for the same 
effective date. Any other information sheet with supporting data shall be accepted only if submitted as a special 
permission request to become effective on less than 45 days notice under the provisions of Section 9-201(a) of 
the Act. 

b) A U k C m p a n v  f elects annual u o m e  aive ODeration it mav 

a) A &My &a&file a pwpe6edW W-seRsisteRt~m- 7 d.6 

i f mation sheet w ith an IC R . .  . . . .  
e of the f~~~ 

date of an ICR sur-uaw 1 (& ADril 1 if 

. .  CJ If the C p  new surcharge percentage may become effective on April 
1, July 1, October 1, and January 1 (with a new R component becoming effective, if required, on April 1). A 

percentage for any quarter provided that the QIP costs that would have been reflected for that quarter in excess 
of the level reflected in developing the W& surcharge percentage in effect for the quarter are disregarded in 
calculating the R component and 0 component for the affected reconciliation year. 

may elect not to file an information sheet showing an increased a r P U  surcharge 

n of the ICR surcb- PTR. and GRCF, 

2) 
i3&22u& 

3)  

A sche-e amount of for-s for QIP & m a  the o D e m  vear bv plant 

A desc r m n  of the Drplects Inc luded ineach D lant account bv type of a r o i a  
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A d  4) e t a l l e d u o f l n d l v l d u a l  ICR e-$- 

51 A deta iled schedule stumin~ the calculatb 

61 

. .  . . .  . .  

. .  

A st-r of the C p  

A1 

-te of C W  Public Acm- 

B1 

. .  

The for- the ICX surcharae o e r c e n t a a e e o a r e d  in ac- 
for P r e s e n t a t l o n o f r i l  1. 19991 

The a-ed to eve-s in the f- 
. .  

the events anrre they oca& 

. .  . .  A W g 1  If the C-nv e lects p shall submit with each information sheet: 
1) A calculation of the Wm surcharge percentage, PTR, and GRCF; 
2) A detailed schedule providing the following information for each completed erPm eligible project 

whose cost has been transferred to utility plant with the closing of the #m eligible project's work 
order: 

A) Plant account number and title; 
B) Category of project; 
C) Project name; 
D) Description of project; 
E) Work order number; 
F) Dollar amount in the month of closing; and 
G) Month and year of closing; and 

3) A detailed schedule showing the calculation of depreciation expense, 

had a--surcharge in effect 
Section H Annual Reconciliation 
a) On or before March 15 of each yea r ,a&#y tbaUuyb  tch the Cpmpany 
for all or part of the immediately preceding calendar year- shall submit to the Commission an annual 
reconciliation regarding the results for the previous reconciliation year. The annual reconciliation shall be verified 
by an officer of the &My-. As required by this Section, the annual reconciliation shall include a 
calculation of the R component necessary to adjust revenue collected under tke-Wakx%ge&grider in effect 
during the reconciliation year to an amount equivalent to the actual level of prudently-incurred QIP cost for the 
reconciliation year. 

Date Issued: 
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b R t k e e v e n t t k a C h ~ ~ F T w t K K l e F # H s - ~ . R t k e - ~ ~ . 4 a E  
e x e e d e & * W a d * h  & l # y k l a & g w K & & ~  , a s 7  - 
w-- ~ e 4 ~ ~  ++and@& Any adjustment made through the R component shall 
be in effect for nine months commencing on the April 1 immediately following submittal of the annual 
reconciliation. 

b) With the annual reconciliation, the 
reconciliation bafwg6+sqw&ky S e & w € 3 2 & & a t t k e A & ~ .  Afler the hearing, the Commission shall 
determine the amount of the adjustment, if any, that should be made (through the 0 component) to the level of 
revenue collected by operation of the QWm surcharge f4e1 during the reconciliation year, so that the amount of 
such revenue is equal to the actual level of prudently incurred QIP cost for the reconciliation year (to the extent 
that such adjustment has not already been reflected through an adjustment made by the clkky-to the R 
component of the W u  surcharge percentage). 

shall file a petition seeking initiation of &+ea annual 

aR$-Fale&€+feFtke 
. ,  . .  . *-- -*.*mm data- 

*F , ~ ~ ~ . ~ . W . ~ - ~  
a 

MleeketwnaBeveUle-w-u7- 
kmwk4eW 

l e r - R t k e B - P  
l 4 f w g h k ~ * W ~ ~ & ~ ~  

'-Q-w-w 
w-Gkw-wa-- 
~ W & i l + t y + ! ? f O q b W R ~  I *-- .. . 
t M w -  4efM&*#Ie- 

w w  

fe.%kwR-=e**&- . .  . 
~~~~~~W~ . .  . ezzzzz3- 

-m . .  

. .  . 
. .  

c) The C o w  shall calculate the R component using the following formula: 

R = (ActNetQIP x PTR) + ActNetDep - QWRev- + Rpy + Opy 

Where: 
R = M i N y w - d e t e r m i n e d  reconciliation component 

ActNetQlP = The average actual cost of the investment in QIP for the reconciliation year less actual 
accumulated depreciation of QIP for !he reconciliation year. The average actual cost of QIP, net of 
depreciation, shall be computed by using an average of 13 end-of-month balances of QlP and 
accumulated depreciation for the period from December 31 of the year preceding the reconciliation 
year through December 31 of the reconciliation year. The amount of the ActNetQlP shall be limited by 
the provisions of Section G (kJ of this &A&, 

PTR = Pre-tax return as described in Section E (a) (1) of this pact.& 

Date Issued: Date Effective: 
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ActNetDep = Actual net depreciation expense related to the average investment in QlP for the Mte-feFtke 
reconciliation year. Depreciation expense shall be calculated by multiplying the actual investment in QIP by plant 
account, net of retirements, by the approved depreciation rates for the respective accounts in which the specific 
items included-in the average QIP investment are recorded. The amount of the ActNetDep shall be limited by the 
provisions of Section G ( b ~ )  of this M u .  

Q R & & w m  = Actual QWU revenues collected during the reconciliation year through the QlPm surcharge. 

Rpy = The R component from the previous reconciliation year 

Opy = The sum of the 0 component and the calculated interest attributable to the 0 component, or the sum of 
any 0 components and the calculated interest attributable to the 0 components included in the calculation of the 
QlPD surcharge percentage during the reconciliation year. 

€weFaufae RlefeWilLedyBean-KA& * m t j ! s - w d - h . p  
.&++be-Mh- eketwts- *- €EA--- W i t 4 - w :  . .  . 

. .  

&J Any adjustment made by Order of the Commission under subsection (b) or (c) shall be included in the 0 
component and be in effect for either 12 months or nine months, beginning on the next January 1 (if 12 months) 
or April 1 (if nine months) following the Order of the Commission, or such other period as the Commission may 
direct in the Order requiring that an adjustment be made. 

fgl Each annual reconciliation shall include the following schedules: 

1) A schedule showing the QIP costs for the reconciliation year; 
2) A schedule showing the revenues arising through the application of the QlPm surcharge during the 
reconciliation year;& 
3) A schedule showing the reconciliation component determined by the &I!&- showing the 
amount to be recovered or refunded over a nine-month period commencing on April +FIC& 
4 ) s & e & + e & - # l e * - d v  ' &Wi+ewl&- 

k e F n € + a R # h w R # ~  - yeaF*Mtem,w- et- feF*- 
~ ~ ~ b e ~ % a f + y ~ ~  w&- . .  . 

. .  . 
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,the I+.- ~ a m e & & ~ a i + d # a t e ~ ~ s q m s e ~ ~ ~  
~ - s b a u + e u e s t a s ~  ~ ~ ~ h ~ ~ h ~ ~  
v w f - k h - - -  

4 s ~ Q  the f a k e 8 a s e f e F # e a p p k a t A & z e n e a 6 ~  ' a f u w a l  
wawhakm ~ h e w x t f ~ ~ a & a t f a k e & ~ h a u y d e ~ ~ ~  
fate- 

a u w / & 4 i n t h e ~ h a s l * & ~  , a ~ ~ h ~  
& ~ & ~ # e W ~ ~ ~ ~ ~ h ~  ~~~ 

Fak?sffe#%f+&M8e p F w K k ~ . ~ * . - & # l 0 ~ ~ * ~  
6wkiWedbetke a & & r a t e u i ~ ~ e ~ t h e ~ & e & ~  
iR**wgaEFate- w e e  4lshd&a6a 6 F e & i R h s -  

. .  

. .  . 

. .  

gfj The first reconciliation year shall begin on the effective date of the first e r P a  surcharge information sheet 
and end on December 31 of the calendar year in which the first information sheet became effective. Each 
subsequent reconciliation year shall end on December 31. 

kn) When the w- files its annual reconciliation, the ut&&- shall provide copies of the following 
items to the Commission's Manager of the Accounting Department: 

1) Copies of all workpapers pertaining to the reconciliation; 
2) A detailed summary of all invoices supporting the costs for eligible Wm surcharge projects; 
3) Copies of the applicable general ledger or comparable material supporting the recovery of the QIPU 
surcharge; 
4) A detailed worksheet showing the calculation of any uWyf&mmny-determined reconciliation 
component (R component) amount based upon the annual reconciliation; and 
5) Information regarding the prudence of the & i l & y ~ s  investment in QIP. 

iu Amounts either collected or refunded through the 0 component shall accrue interest at the rate established by 
the Commission under 83 Ill. Adm. Code &&280.70(e)(I). Interest on the 0 component shall be applied from 
the end of the reconciliation year until the 0 component is refunded or charged to ratepayers through the QIPm 
surcharge. 

j$ If the annual reconciliation filed by a- shows that the revenues collected by application of the 
erPm surcharge rider exceed actual QIP costs for three or more consecutive reconciliation years, the 
Commission may initiate hearings under Section 9-250 of the Act 1220 ILCS 5/9-2501 to determine whether tbe 
&Jity%&NRm&w+~ rider should be canceled. 

Section I -Audit 

Financial Analysis Division, no later than July 1, an internal audit report that determines whether or not the 
W m s u r c h a r g e  and information provided in Section H have been calculated in accordance with this pwt.& 

. .  
The uWQmmny shall file annually with the Manager of the Accounting Department of the Issi;nrrrrmssmn k 
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